Virtual Cards:
The Key to AP Digitization

Stop Wasting Time.
Pay Your Vendors with Virtual Cards.



AP Under Pressure

Accounts Payable (AP) is under pressure today, with demands coming from every direction:

*  There is the demand to reduce costs — the cost of checks, the cost of paper invoices, the
cost of time, and the cost of exceptions.

*  There is the demand to digitize — to transform manual processes, implement automation,
save time, and improve connectivity with vendors.

*  There is the demand to improve cash flow — to capture vendor discounts, negotiate
favorable contracts, avoid late fees, and maintain cash in-house as long as possible.

As part of the AP engine, you want to meet all these demands. But, you are likely understaffed
and overloaded. Manual work consumes your days, leaving you with little time for more
strategic business initiatives.

A comprehensive digital payment strategy is critical to reclaiming your time and resources
and delivering on your business objectives. As part of that payment strategy, virtual cards
stand out for their ability to help you meet all the above demands by enhancing processes and
productivity, increasing security and control, and improving the corporate bottom line.

“Virtual cards are the fastest growing payment type
in the B2B payment landscape - outpacing ACH
payments and purchasing cards.”

Source: PYMNTS.com
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Improving Processes anc
Increasing Productivity

Virtual cards create an end-to-end digital payment
experience that improves AP processes and increases
productivity in three key ways:

1. GAIN OPERATIONAL EFFICIENCIES, ALLOWING FOR MORE TIME FOR
STRATEGIC WORK

There is no question that paper checks are bound up with manual process
inefficiencies. Checks must be physically printed, signed, addressed, metered, and
mailed - all tedious and time-intensive tasks. Virtual cards require none of that.
Simply enter the payment data and the vendor’s email address and click “Send.”
Eliminating the burden of paper checks frees your team to engage in more strategic
financial responsibilities to drive forward business goals such as negotiating
payment terms and discounts with vendors and collaborating with the purchasing
and procurement department.

“Manual processes are the bane of
organizations — whether a small business, a
mid-sized company, or a global corporation.
Through virtual cards, manual processes
and the AP resources they consume can be
streamlined.”

Veronica Fernandez, Sr. VP, North America Head,
Visa Business Solutions
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2. ACHIEVE BETTER, FASTER RECONCILIATION

Data is king in business today. In AP (as in AR), remittance data is one of the crown
jewels. Yet payment methods such as checks, ACH, and wire transfers provide

little space for remittance data. Virtual cards, on the other hand, have no space
constraints. You can record general ledger clearing information, project codes, cost
center information, and more; you can even include customized data capture fields.
With rich data embedded in the virtual cards, reconciliation processes will be a
breeze for you and your vendors.

3. ENHANCE VENDOR RELATIONS AND SATISFACTION

AP plays a vital role in vendor relations, and virtual cards help support positive
vendor interactions. For example:

+ Using virtual cards increases vendor security by eliminating the need to ask
for bank account details or addresses for physical checks. All that is needed to
make payment is an email address.

+ Since virtual cards go instantly to the vendor’s email inbox or payments portal,
vendors do not have to chase after late or lost check payments. Advanced
virtual card technology can even deposit payment straight through into your
vendor’s bank account. This reduces their invoice to cash cycle and ultimately
their Days Sales Outstanding.

+ Vendors receive rich and detailed remittance information to streamline their
reconciliation process.

+ With complete status information at your fingertips, you can promptly provide
an informed answer to any question a vendor may have about a payment.

“Accounts Payable - like most other
areas of business - is powered by
data. Virtual cards give AP improved
payment and remittance data and
therefore greater insight and control
into a company'’s cashflow.”

Veronica Fernandez, Sr. VP, North America Head,
Visa Business Solutions
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—nhancing Control for Better Cash Flow

Cash flow is constantly front-of-mind for AP. By enhancing AP’s control over vendor payments,
virtual cards help AP sustain an optimal cash flow for the business. For example:

FASTER PAYMENTS IMPROVE DAYS PAYABLE OUTSTANDING (DPO)

If you are paying by check, you have to send the payment five to seven days before the payment
due date. Virtual cards, however, can be scheduled for the payment date.

SETTING LIMITS MINIMIZES ERRORS

With a virtual card, you can set specific limits as to who can process the transaction, when the
transaction can be processed, and for what amount the transaction is authorized. Doing so
minimizes the chance for the vendor to make a mistake in processing the payment.

NO CARDS ON FILE MEAN NO UNKNOWNS

When you leave a card on file with a vendor, you lose control as to when they take a payment. You
therefore may not know exactly how much cash you have on hand. Virtual cards eliminate these
unknowns by taking control back from the vendor and returning it to AP.

What About Purchasing Cards?

Purchasing cards have long been used by AP departments.
In a recent study conducted by PYMNTS.COM and
Mastercard, about 50% of businesses surveyed expressed
that they expected their virtual card transactions to
increase, with over 60% claiming that their purchasing card
transactions would decrease or stay the same. Here are
some of the reasons for this transition from purchasing
card to virtual card:

Purchasing Cards...

© are used for multiple transactions
© often result in reconciliation challenges

© allow the vendor to determine the amount and timing
of a payment

© are prey to fraud and theft since they are open for

re-use

Virtual Cards...

are specific to a single transaction
streamline reconciliation
give AP control of amount and timing of payment

have superior security as they are limited to
specific payment amounts and time limits



“Checks are the #1 targeted payment
method for fraud within B2B payments.”

generated
Source: NACHA

“Only 3% of businesses report

payment fraud attempts via virtual
card, compared to 74% for check
and 33% for ACH.”

th America Head,




Transitioning from Cost

@

Center 1o Revenue Generator

COST SAVINGS ‘

Paying via check requires high-speed printers, check stock, envelopes,
postage, and secure storage. On top of that is the cost of time and
labor for handling the physical checks and getting them out the door.
All of this can easily result in a $4 cost per check. Such an amount
adds up rapidly for companies issuing thousands of checks a year.

As a digital payment method, virtual cards eliminate these costs
entirely. Plus, with efficient electronic delivery, virtual cards also help
eliminate the expenses associated with late payments, stopping
payments, and reissuing lost checks.

CASH REBATES

Virtual cards go beyond cost savings to actual revenue generation.
You can earn cash-back rebates on what you are paying your vendors,
literally making money on the money you spend. As your virtual card
(as well as your ACH) transactions increase in volume, so could the
amount you earn in cash rebates. With integrated reporting and
analytics, you could easily demonstrate ROl to the larger business
based on rebates earned for your virtual card program.

EARLY-PAYMENT DISCOUNTS

With the ability to pay vendors exactly when you want, you can readily
take advantage of available early-payment vendor discounts. This not
only saves even more money, but improves your relationships with
your vendors.

bottomline.com

How do | save and earn with ACH and virtual ¢

In this example, XYZ Inc. has an annual AP spend of $200 million.
28,000 checks per year are replaced with ACH and virtual card
payments totaling $140 million.

SAVE by cutting costs EARN with premium ACH rebates EARN with card rebates

28,000 checks $35 million premium ACH spend $3O million card spend
X $4 cost per check x 0.0045 rebate rate x 0.0135 rebate rate
$112,000 $157,500 $405,000

annual cash back rebates annual cash back rebates

annual cost savings

By converting to ACH and virtual card payments,

AP contributes nearly $675,000 of ROI per year.

“Virtual card payments will exceed
$1 trillion this year, resulting in tens
of billions of dollars in AP rebates.”

Source: PYMNTS.com



P KPIs through Digitization

ificant positive impact on a wide variety of AP
including these top metrics:

7. Percentage of supplier discounts captured
By enabling payments to be scheduled for specific dates, virtual cards
ensure that all desired early-payment discounts can be captured

8. Invoices processed per employee
By eliminating manual tasks, employees can process invoices faster,
freeing up resources for more strategic work

These KPIs are not dry numbers: they represent different aspects of the
health of the business such as cash flow, vendor relations, and resource
constraints. Virtual cards, therefore, directly contribute to a business’
overall success.
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The Virtual Card Business
Case Tor Your Vendors

Virtual cards streamline the AP process and reduce both costs and fraud for AP departments; they
also benefit your vendors and their Accounts Receivable (AR) function. Here is how to make the
business case for virtual cards to your vendors:

+ Easy to process. Virtual cards do not require a new process or new technology for vendors;
they are processed just as a physical credit card would be.

» Trusted networks. Virtual cards are processed by known and trusted networks such as Visa
and Mastercard.

+ Improved cash flow. Virtual cards ensure faster payments and eliminate late payments,
improving vendor cash flow and increasing working capital.

» Robust data. Virtual cards provide full remittance data that streamlines the vendor’s cash
application process.

* Enhanced productivity. Virtual cards save time for the vendor’s AR team by eliminating the
manual workflow required for processing checks.

* Reduced DSO. Virtual cards give vendors the opportunity to negotiate terms to get paid faster.

* Increased security. Virtual cards dramatically reduce the risk of fraud.

+ Decreased friction. Virtual cards — and, in particular, virtual cards with straight-through
processing — remove friction from the AR process.

bottomline.com
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Straight-Through Processing for
Vendor Satisfaction

Typically, virtual cards are sent via email and

the transaction is then manually processed by
the vendor. However, depending on your volume
and vendor relationships, it may be beneficial to
implement straight-through processing for your
virtual card payments. With straight-through virtual
card processing, your vendor receives an email
with remittance information but the payment
transaction itself is automatically processed and
seamlessly deposited into the vendor's bank
account. This eliminates any manual effort on the
part of your vendors.
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Partnering for Virtual Card Success

It can be readily argued that all virtual cards — in and of themselves — are essentially the same.
That cannot be said, however, for all virtual card providers. Here is what you want in a partner to
ensure the success of your virtual card payment strategy:

CUSTOMER-CENTRIC VALUES A ROBUST SOLUTION
Look for a provider with: A provider’s solution should include:
Longevity and a solid reputation in the industry Variety of B2B and B2C payment types (e.g., card, ACH, check)
An established vendor network Domestic and international payments
Proven success in vendor recruitment and onboarding Cash rebates earned monthly
A commitment to innovation with regard to payment strategies and technology No fees for issuing a payment
Dedication to long-term customer success through an ongoing service model Complete data to streamline general ledger reconciliation

The option to take advantage of straight-through processing capabilities
VENDOR ENROLLMENT EXCELLENCE
A provider should be able to:

Seamless integration with your accounting or ERP system
) Sufficient training provided for your AP department
Identify vendors who are known to accept card payments gp y P

) . LN The assurance of a go-live in under 60 days
Offer customized vendor enrollment campaigns to meet payables optimization goals 9 y
Educate vendors on the value of virtual cards to drive increased acceptance
Provide full transparency into the vendor enrollment process

Ensure continuous enablement so that new vendors are encouraged to enroll



Strengthening Your
Overall Payment Strategy

Virtual cards are a valuable payment method to have as you develop your
overall payment strategy, with benefits for your AP department and your vendor
community alike. However, it is just one of several payment types that your AP
team will likely utilize.

To maximize cost savings and streamline the AP process, your organization
should adopt an integrated payment strategy that combines virtual card,
premium and traditional ACH, and check payments, as well as business-to-
consumer payments. This approach streamlines payment processing and
reconciliation and allows you to adopt a flexible payment strategy that aligns
ith different use cases and vendor preferences. You therefore gain the agility
apt as your business evolves and grows.
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Move Your Business Goals
Forward with Paymode-X

Paymode-X is the largest B2B electronic payment network with 550,000+
vendors accepting virtual card and ACH payments and includes ongoing vendor
onboarding services. Paymode-X will drive significant adoption of virtual card
payments with your vendors — ultimately maximizing cost savings and rebates
for your organization.

Of the vendors in the Paymode-X network who accept card payments:

93% 88% 47%

@

“YAccounts Payable departments should
embrace multiple payment strategies
to achieve maximum efficiency and
effectiveness. Virtual cards are a
powerful addition to the AP toolbox.”

Veronica Fernandez, Sr. VP, North America Head,
Visa Business Solutions

Learn more about how Paymode-X
can help you incorporate virtual

remain of card spend of card rescinds move H .
: P . card into your payment mix
enrolled is converted to premium ACH
With over $400B in payments processed per year with zero payment fraud, CONTACT US
Paymode-X offers you peace of mind above and beyond what you will realize
from other electronic payment solutions.
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